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As reguested in your note of January 28, 1382, we
have reviewed the material you attached concerning the dis-~
tribution of the assets of the partnership calied H

We understand the partnership was formed in 13975 and
Mr. W and Mr. H ‘were equal pariners. On November 4,
1980, the dissolution acreerent was entered iato waereby one of
the parczals of real property of the partnership was transferred,

in fee to H#r., H ‘and the other rarcel of property located
in Riverside County was transferred in fee to Mr. U ) » It
is the parz=l in Riverside that is the subject of dispute.

Hr. F Cp Mr. W lattorney, contends that
cnly 52% of the property should be subject to reappraisal as a
change in ownership. His contention is that Mr. W lalways

cwned 503 of the property of the partnership, since he was ona
of the two egual partners.

Fer the following reasons, I must respectfully dis—
agrae with XMr, F .

The DLegislature adopted the entity theory in dealing

with partnership property for change in ownership purposes.  As
indicated in Secticn 61(i) of the Revenue and Taxation Coda,.
- transfers from such legal entities ars to be regarded as changas.
in ovnership. 1In essence, they have concluded the entity is the -
ownexr of the preoverty and not the individual partners. The caly
exception to this is contained in Section §2{a) of the Revenue
and Taxation Code.

However, in our opinion, in oxder to come within the
exclusion of Section 62(a), the "procportional intsrests® in the
property nmust be identical both before and after the subjeckt
transfer. Under the aggregate thecry of Section §2(a), the two
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partners wvere regarded az the cwners of the property rather

than the partnership. They were for all intents and purposes,
treated as co-tenants 65 the property for the purposes of _
Section 62{(a). The percentage ownership they each held in the
total property of the partnership eguated to their partnership
interest. When the partnership dissolved, it wss necessary for
them to retain the same proportional interest in the stbiect
property. 1Ia the case describked above, the proportional owner—
ship interests in the property changed; i.e., prior to the trans-~

fex H .and W wvere co~ownars of all the property; after-
- wards, they were not. Even though the property was distributed
based on the dollar value of X cand ¥ interast in

the partnership, the fact remains that their proportional ownar-
ship interests in the various properties changed.

Summarily, it is our opinion that under Section €2(a)
tnless the proportional ovnership interests in the proparty ars
identical both before and atfter the transfers, we will consider
@ change in ownership to have occurred and subject to reappraisal
under Section 61(i} of the Ravenue and Taxation Code.

Mr, 7 ‘argument contained in the last paragraph
on page 1 of his January 22, 1982, letter is not well tzken. Such
procadura would be locked upon as a step transaction undar the
Kimbell Diamond rule, 187 P. 2d 718 (14 Z.C. 54) (1951). In such
a case, wve would considerxr the tranzfzr as occurring hetween the
parinersnip directly to the partners. This would ke a cause for
reappraisal of the total property under Section 61(i) of the
Revenue and Taxation Code.

Very trulvy yours,

Glenn L. Rigby
Assistant Chief Counsel
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